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A JUST  AND  SIMPLE  MODE  OF  LAllNG  ON 


THE  INCOME  AND  PROPERTY  TAX. 
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Edikburgh,  5th  Felyruary  1862.— At  a Mekting  of  the  Chamber, 
held  this  day,  it  was — 

“ Resolved  that  this  Report  be  generally  approved  of,  so  far  as  respects 
the  principle  involved,  leaving  U to  the  wisdom  of  Parliament  to  mxikc 
such  alterations  and  improvements  in  the  details  as  may  be  considered 

expedient 
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Your  Committee  would  liail  with  satisfaction  the  proposal  made  by 
Mr  Hubbard,  M.P.,  during  the  last  Session  of  Parliament,  or  any 
other  change  calculated  to  mitigate  the  injustice  arising  from  the 
xmequal  manner  in  which  the  Income  and  Property  Tax  is  imposed 
on  the  different  classes  of  society ; but  they  are  of  opinion  that  as 
there  is  little  probability  of  the  pledge  on  which  it  was  fii'st  imposed, 
(that  it  would  be  merely  a temporary  Tax  to  endure  for  a few  years), 
being  redeemed,  and  that  it  will,  in  all  likelihood,  continue  to  be 
> a permanent  source  of  national  revenue,  the  tax  ought  now  to  be 
seriously  looked  at  in  that  aspect,  and,  once  for  all,  re-adjusted  on 
some  simple  and  equitable  basis,  which  every  one  would  understand, 
and  which  could  be  defended  as  doing,  in  the  great  majority  of  cases, 
equal  justice  to  all  classes.  The  Committee  readily  admit  that  no 
kind  of  taxation,  whether  direct  or  indirect,  can  be  devised  which 
would  operate  with  perfect  equality  in  every  individual  case;  but  the 
present  Income  and  Property  Tax  differs  from  all  other  taxes  in  this 
respect,  that  not  only  are  there  individual  cases  of  inequality  and 
injustice  under  all  the  different  schedules,  as  might  have  been  ex- 
pected, but  that  the  principles  on  which  the  schedules  themselves 
are  based,  are  indefensible  on  any  equitable  principle.  The  ine- 
quality and  injustice  is  therefore  not  confined  to  individual  cases,  as 
in  other  taxes,  but  whole  classes  have,  by  the  original  design  and 
intended  operation  of  certain  schedules,  been  subjected  to  gi-eat  in- 
justice, as  compared  with  other  classes  who  have  been  unduly 
favoured.  This  system  might  be  tolerated  in  the  case  of  a temporary 
A tax,  but  ought  now  to  be  put  an  end  to,  when  the  state  of  the  national 

revenue  and  expenditure  makes  it  but  too  evident  that  the  present 
genemtion  can  hardly  hope  to  vdtness  its  termination. 
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The  Committee  will  take  the  following  four  cases,  in  which  the 
same  amount  of  Income  and  Propei^ty  Tax  is  charged  upon  persons 
whose  property  is  greatly  dissimilar  in  value,  to  serve  equally  as  an 
illustration  of  the  present  injustice,  and  of  the  proposed  remedy : 

1.  Income  of  £1000  from  Land  or  Consols,  worth  £30,000,  together  £31,000 

2.  Income  of  £1000  from  House  Property,  worth  15,000,  together  16,000 

3.  Income  of  £1000  from  Trade,  net  Capital  and  Effects  6,000,  together  6,000 

4.  Income  of  £1000  from  Profession  or  Salary,  Effects  1,000,  together  2,000 

£4000  £51,000  £65,000 

Now  it  Trill  be  observed  that  in  all  these  cases  the  “ Income 
alone  forms  the  basis  according  to  which  the  assessment  is  made. 
Although  it  is  legally  designated  as  a tax  on  “ Income  and  Pro- 
pertv”  no  portion  of  the  “ Property,”  belonging  to  any  of  these  per- 
sons is  taken  into  account  in  laying  on  the  tax.  It  is  a misnomer 
to  call  it  an  “ Income  and  Property  Tax,”  and,  if  it  is  continued  on  its 
present  basis,  honesty  and  truthfulness  might  suggest,  that  the  next 
Act  for  continuing  the  tax  should  bear  that  it  was  “An  Act  for  the 
taxation  of  Incomes  of  all  kinds  at  the  same  uniform  rate,  and  the 
exemption  of  all  Property  as  such.” 

If  the  tax  were  avowedly  payable  on  Income  only,  of  course  all 
these  persons  should  be  chai'ged  the  same  sum;  but  if  it  were  to  be 
levied  on  “ Income  and  Property,”  which  is  professedly  the  rule 
under  the  Act,  then  hoth  “Income  ano?  Property,”  should  be  taken 
into  account;  and  the  tax,  to  produce  the  same  amount,  ought  to  be 
re-adjusted  so  as  to  bear  an  equitable  proportion  to  the  amount  of 
Income  and  Property  combined,  in  each  case.  j^The  amount  now 
payable  by  these  four  parties  at  lOd.  per  pound  is  ^41,  13s.  4d.  each, 
or  £166,  13s.  4d.  in  all.  But  if  the  same  amount  were  equitably 
imposed,  in  proportion  to  the  amount  of  Income  and  Property  pos- 
sessed by  the  different  parties,  it  would  be  distributed  amongst  them 
in  a very  different,  and  much  more  equitable  manner.  A hona  fide 
tax  on  “Income  and  Property”  combined,  levied  at  the  rate  of  three 
farthings  on  the  pound,  or  £3,  2s.  6d.  on  each  thousand  pounds,  would 
in  these  cases,  when  taken  together,  produce  nearly  the  same  return  to 
the  Chancellor  of  the  Exchequer  as  a tax  of  lOd.  per  potmd  when 
charged  on  Income  alone ; and  a tax  of  one  half-penny  per  pound  on 
Income  and  Property  combined,  would  be  nearly  equal  to  the  old 
Income  Tax  of  7d.  per  pound.  The  following  tabular  view  illustrates 
these  four  cases,  with  reference  to  a tax  of  lOd.  per  pound : — 
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Amount  of 
Income  in 
each  case. 

Value  of 
Property 
and  other 
Effects. 

Total 

Amount  of 
Income  and 
Property 
and  other 
Effects. 

Present  Tax 
atl0d.per£l, 
or  £41, 18s.  4d. 
per  £1000  of 
Income. 

Income  and 
Property  Tax  in 
the  proportion  of 
|d.  per  £1,  or 
£3,  2s.  Cd.  per 
£1000. 

1 1. 

1 2. 

3. 

Totals, 

! 

£1000 

1000 

1000 

1000 

£30,000 

15,000 

5.000 

1.000 

£31,000 

16,000 

6,000 

2,000 

£41  13  4 
41  13  4 
41  13  4 
41  13  4 

£96  17  6 
50  0 0 
18  15  0 
6 5 0 

£4000 

£51,000 

£55,000 

£166  13  4 

£171  17  6 

If  the  Income  and  Property  Tax  were  imposed  on  these  principles, 
with  such  improvements  in  the  details  as  the  wisdom  of  Parliament 
i/tl  might  suggest,  your  Committee  are  pei'suaded  that  the  burden  of  tax- 
ation would  be  much  more  justly  distributed  than  it  is  under  the  pre- 
sent lawj  To  illusti-ate  the  equitable  working  of  the  proposed  tax 
reference  may  be  made  to  its  operation  on  real  Property.  As  a ge- 
neral mle,  it  may  be  assumed  for  the  purposes  of  this  report,  that, 
whilst  lands  are  generally  worth  30  years  purchase,  the  best  class  of 
house  property  is  woi*th  only  18  years’  purchase;  that  the  inferior 
> class  of  “ Cottage  Property”  and  other  dwellings  occupied  by  the 

poorest  class,  is  worih  9 years’  purchase ; and  that  there  may  be  two 
intei'mediate  classes  worth  respectively,  12  and  15  years  purchase; 
and  all  these  are  now  taxed  as  if  they  were  of  equal  marketable  value ! 
If  the  proposed  change  in  the  law  were  made,  the  assessoi’s  for  the 
taxes  would,  besides  taking  up  the  rental,  require  to  place  each 
liouse  in  whichever  of  these  four  classes  he  thought  most  nearly  re- 
presented its  real  value  in  the  market,  if  offered  for  sale;  and  as  the 
different  classes  of  property  are  generally  found  in  separate  streets 
and  districts,  it  would  cause  very  little  trouble  to  a man  of  experience 
to  note  off  hand,  without  any  special  examination  of  the  interior, 
(except  in  disputed  cases),  to  which  class  each  house  most  properly 
belonged. 

Suppose  this  system  to  be  in  operation,  the  Income  and  Property 
Tax  Receipt  w^ould  run  to  this  effect,  in  the  case  of  land  worth  £100 
yearly : — “ Income  and  Property  Tax  on  farm  yielding  an  ‘ income 
of  £100  a year,  and  worth  as  a ‘property’  £3000,  making  together 
£3100,  at  three  farthings  per  pound,  £9,  13s.  9d.” 

In  the  case  of  a house  in  the  best  condition,  placed  in  the  first 
class,  and  rented  at  £100  a year,  the  receipt  would  run  thus:— “In- 
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come  and  Property  Tax  on  house  yielding  an  ‘income’  ol  £100  a 
year,  and  worth  as  a ‘propeiiiy’  £1800,  making  together  £1900,  at  ^ 

three  favtliings  per  pound,  £5,  18s.  9d.” 

On  a second  class  house  or  houses,  in  woi'se  condition,  but  let  at  the 
same  rent  of  £100,  and  where  the  selling  value  was  15  years’  pur- 
chase, the  receipt  would,  in  like  manner,  note  the  fact,  and  the  charge 
would  be  made  on  the  combined  rental  and  value  of  £1600,  wliich, 
at  three  farthings  per  pound,  would  be  £5. 

In  the  case  of  slightly  erected  tempoimy  buildings,  for  manufac- 
turing and  other  purposes,  rented  at  £100,  and  worth  only  12  years’ 
purchase,  the  receipt  would,  in  like  manner  state  the  feet,  and  the 
tax  would  be  levied  on  the  combined  amount  of  £1300,  which,  at 
three  farthings  per  pound,  would  be  £4,  Is, 

In  the  case  of  a row  of  woi’kmen’s  houses  or  other  property  in  bad 
repair,  divided  into  small  holdings,  which  would  sell  in  the  market  for 
only  9 years’  purchase,  the  receipt  would  state  the  “ income”  at  £100, 
and  the  value  of  the  “ property”  at  £900,  making  the  combined  amount 
£1000,  on  which  the  rate  of  three  farthings  per  pound  would  be 
£3,  2s.  6d.  The  same  rule  would,  of  course,  be  observed  as  respected 
all  other  rents,  gi-eat  or  small,  and  the  tax  would  always  be  levied, 
in  these  and  all  other  cases,  at  its  origin,  from  the  occupier,  with  ^ ^ 
power  to  deduct  the  same  from  the  landlord’s  rent,  according  to  the 
present  practice. 

Lands  should,  in  like  manner,  be  sub-divided  into  classes,  repre- 
senting the  supposed  actual  value  if  offered  for  sale ; and  the  tax  of 
three  faithiugs  per  pound,  should  be  levied  on  the  combined  amount 
of  the  Income  and  Property,  according  to  the  supposed  value  of  the 
different  descriptions  of  land,  as  in  the  case  of  houses. 

Traders,  besides  returning  their  income  as  at  present,  would  have 
to  return  the  nett  amount  of  the  capital  employed  in  the  business. 

To  make  this  return  would  simply  be  to  co}>y,  in  one  sum,  the  result 

of  the  last  yearly  “stocktaking,”  showing  what  the  tmder  was  “ woi'th,” 

after  valuing,  in  the  usual  way,  the  stock  in  hand,  the  debts,  the 

worth  of  any  moveable  machineiy  not  included  in  the  valuation  of 

any  manufactory  or  other  business  premises  separately  chai’geal>le 

under  the  head  of  real  propei-ty,  the  money  in  bank,  and  all  other 

funds  or  effects  not  separately  chargeable  in  some  other  form ; but 

deducting  therefrom  all  debts  due  by  the  trader,  in  the  same  way  as  i 

“ stocktiiking”  is  conducted  by  all  painstaking  traders  for  their  own 

satisfaction.  On  tlie  combined  amount  of  tlie  “ income”  and  oi’  the 
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funds  and  effects,  or  “ property”  belonging  to  the  trader,  employed  in 
connection  with  the  business,  and  not  separately  chargeable,  the 
Income  and  Property  Tax  would  be  payable  at  the  ordinary  rate  ol 
three  farthings  per  pound.  As  the  result  in  all  cases  would  be  to 
relieve  these  classes  from  a portion  of  the  unjust  burden  now  laid 
upon  them,  there  could  be  no  doubt  that  they  would  render  the  addi- 
tional return  required  with  great  readiness. 

In  the  case  of  Fax*mers  the  same  rule  should  be  observed  as  with 
traders  and  manufacturei's  ; for  the  farmer  is  simply  a manufacturer 
of  food;  the  farm  is  his  manufactory ; and  the  horses,  ploughs,  and  other 
agricultural  implements  the  machinery  by  which  the  manufacture  of 
food  is  conducted  by  him.  The  farmer  shoidd,  therefore,  be  i^equired 
to  make  a return  of  the  real  amount  of  his  Income  from  the  business 
of  farming,  and  of  the  amount  of  the  capital  employed  in  connection 
therewith,  and  not  separately  chargeable ; and  the  uniform  rate  of 
tluee  farthings  per  pound,  on  the  combined  amount  of  the  “ Income” 
and  “ Property”  thus  ascertained,  should  be  chai'ged  as  in  the  case  of 
other  traders. 

Railways,  Banks,  Gas  Works,  and  all  other  Joint  Stock  Companies 
would  be  subject  to  the  same  rule  as  pxdvate  tx-adex-s — to  pay  three 
fax’things  per  pound  on  the  combined  amount  of  their  Income  and 
Capital,  in  place  of  paying  lOd.  per  pound  on  their  Income  alone. 

The  same  rule  would  apply  to  all  Professional  Men.  They  would 
be  charged  on  the  amoimt  of  their  px-ofessional  eax'nings,  combined 
with  the  amount  of  thefr  realized  funds  and  effects,  so  far  as  the  same 
were  not  sepax'ately  chax’geable.  The  same  xvxle  would  also  apply  to 
persoixs  not  engaged  in  any  business,  but  living  on  their  personal  pro- 
perty. All  these  classes  would  be  required  to  make  a return  of  then- 
annual  ixicomes,  and  of  their  funds  and  effects,  excepting  where  the 
same  were  separately  chargeable ; which  exception  would  include  di- 
vidends from  the  public  funds,  railway  and  bank  stocks,  interest  on 
debentures  and  mortgages  and  from  similar  sources,  belonging  to 
them;  and  all  these  would  be  charged  on  the  same  principle — that  of 
combining  the  income  with  the  market  value  of  the  funds,  shares,  ox- 
other  secxu'ities,  and  charging  at  the  rate  of  tlu-ee  farthings  per  pound 
on  the  total  amount.  Omitting  all  property  or  effects  on  which  the 
tax  would  thus  be  charged  at  its  source,  professional  men  and  pei-sons 
not  engaged  in  any  occupation,  would  be  chax'ged  with  the  uniform 
rate  of  thx-ee  farthings  per  pound  on  the  combined  amount  of  their 
other  income  and  property.  Salaries  and  similar  fixed  yearly  incomes, 
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not  being  derived  from  lands,  tithes,  or  other  realized  property,  or 
not  secured  for  life,  would  be  dealt  with  in  the  same  way  as  other 
industrial  incomes. 

As  illustrations,  suppose  a clerk  receiving  a salary  of  £100,  and 
having  no  property  or  effects,  he  would  be  charged  three  farthings  in 
the  pound  on  his  income,  or  6s.  3d. ; another  clerk  having  a salary 
of  £150,  and  property  or  effects  worth  £150,  would  l^e  chai'ged  on 
the  combined  amount  of  £300,  being  18s.  9d. ; a ministei',  whose  in- 
come was  not  derived  from  a fixed  endowment  seciu’ed  for  life  from 
permanent  sources,  or  a lawyei',  medical  pi'actitioner,  or  any  other 
person  similarly  situated,  having  an  income  of  £250,  and  property 
or  effects  worth  £350,  would  be  charged  on  the  combined  amount  of 
£600,  being  £1,  17s.  6d. ; and  the  same  proportional  charge  would 
be  made  in  other  cases, — always  taking  the  total  amount  of  income 
and  property  as  the  basis  of  the  calculation. 

Annuities,  Pensions,  Salaries  for  Life,  and  Life  Interests  of  all  kinds 
whether  present  or  defeiTed,  including  those  of  the  clergy  of  the  esta- 
blished churches,  (except  where  they  arose  wholly  or  partly  from  pew- 
rents  or  other  voluntary  and  uncertain  sources),  would,  in  like  manner, 
be  charged  on  the  amount  of  the  annual  income,  combined  with  the 
value  of  the  life  interest  viewed  as  a “Proj)erty,” — ^the  worth  of  which 
could  always  be  easily  ascertained,  through  the  age  of  the  annuitant, 
incumbent,  or  other  party, — at  the  same  uniform  rate  of  three  farthings 
per  pound;  and  Mines  and  other  property  liable  to  exhaustion  should 
be  dealt  with  on  similar  principles.  In  the  “ Repori  from  the  Select 
Committee  on  Income  and  Properiy  Tax,”  1861,  of  which  Mr  Hub- 
barb  was  Chairman,  and  in  the  evidence  and  documents  appended, 
there  is  a great  deal  of  learned  discussion  on  the  subject  of  Termin- 
able Annuities  and  Life  Interests,  and  how  they  should  be  charged 
for  the  tax.  The  honourable  Chairman  mentioned  the  case  of  twin 
sisters,  the  one  provided  for  by  a life  interest  of  £1000  yearly, 
secured  on  the  landed  estate  of  her  father,  and  the  other  by  an  an- 
nuity of  £1000  a year,  purchased  for  the  sum  of  £13,000  from  the 
Equitable  Assurance  Office,  the  transactions  being  simultaneous;  and 
the  Chairman  proposed  always  to  charge  the  first  mentioned  case, 
secured  on  land,  with  the  full  rate  of  Income  Tax,  wliich  at  lOd.  per 
pound  would  be  £41,  13s.  4d. ; and  from  this  sum  he  proposed  to  de- 
duct, in  the  case  of  the  purchased  annuity,  the  proportion  of  the  tax 
payable  on  £520 — the  interest  of  the  £13,000  of  purchase  money,  at 
4 per  cent.  At  lOd,  per  pound  of  tax  the  proposed  deduction  would 


9 


> 


be  £21,  13s.  4d.,  and  leave  only  £20  of  Income  Tax  to  be  paid  by  this 
annuitant.  Mr  Lowe,  Mr  Gladstone,  and  other  members  of  Commit- 
tee were  strongly  opposed  to  this  principle,  and  defeated  the  proposal 
of  the  Chairman.  All  such  complex  questions  would  be  simply  and 
equitably  ari’anged  under  the  plan  of  re-adjustment  of  the  Income 
and  Property  Tax  now  pi'oposed.  The  “ Income”  from  the  purchased 
annuity  being  £1000,  and  its  market  value  as  saleable  “Property’' 
being  £13,000,  the  tax  of  three  farthings  per  pound  would  be  charged 
on  the  combined  amount  of  £14,000,  being,  during  the  first  year, 
£43,  15s.,  but  which  sum  would  rapidly  diminish,  year  by  year,  as 
the  saleable  value  of  the  annuity,  as  marketable  “ Property,”  became 
smaller  from  the  increasing  age  of  the  annuitant ; and  the  exact  value 
would  be  ascertained  for  each  yaer,  without  trouble,  by  referi*ing  to 
the  proper  table,  attached  to  the  Succession  Duty  Act.  The  life  in- 
terest of  £1000  secured  on  the  landed  estate  would  be  valued  and 
charged  in  exactly  the  same  manner,  being  of  the  same  marketable 
value,  both  as  income  and  property.  The  owner  of  the  estate,  whe- 
ther entailed  or  not,  would  always  pay  the  Tax  to  Government  on 
the  whole  rent  and  value  of  the  estate  combined,  but  would  deduct 
the  proportion  due  from  year  to  year,  by  the  lady  having  the  life 
interest,  in  paying  her  annuity. 

When  the  re  adjustment  now  proposed  is  carefully  considered,  it 
will  be  found  that  the  relief  afforded  will  be  chiefly  to  the  less  affluent 
of  the  tmAing,  professional,  and  salaried  classes ; and  that  to  those 
who  are  placed  in  more  affluent  circumstances,  whose  savings  have 
been  considei*able,  and  invested  in  land,  consols,  or  other  first-class 
securities  yielding  a small  annual  return,  the  change  would  afford  no 
relief  whatever.  Thus,  suppose  one  of  them  to  have  a total  income 
from  all  sources,  of  £2000  a year,  the  present  tax,  at  lOd.  per  pound, 
would  be  £83,  6s.  8d.  If  one-half  of  this  income  were  derived  fr'om 
land  or  consols,  and  the  other  half  from  his  tiade,  profession,  or 
salaiy,  the  income  and  property  tax,  chargeable  on  his  income  fi'om 
both  sources,  under  the  proposed  scale,  would  be  increased  to  £115, 
12s.  6d.,  assuming  that  the  industiial-income  of  £1000  required  for 
its  production  the  use  of  a capital  of  £5000,  as  in  the  third  example 
before  given.  If  one-half  of  the  income  were  derived  from  railw'ay 
debentures  or  mortgages,  yielding  4 per  cent.,  there  would  still  be 
an  increase  under  the  new  system,  as  the  total  amount  payable 
from  both  sources  would  be  £100.  If  one-half  of  the  income  were 
derived  from  house  property  or  gas  shares  worth  18  years’  purchase, 
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the  proposed  tax  on  both  sources  of  income,  would  be  £78,  Is.  6d., 
which  would  be  a saving  of  £5,  5s.  2d.  In  all  cases  where  the  re-  ^ 
alized  property  bore  a smaller  proportion  to  the  trading,  professional, 
or  salaried  incomes,  and  in  the  case  of  all  annuities  and  other  termin- 
able interests,  the  futiu'e  saving  would  be  much  greater ; and  these 
classes,  who  possess  the  smallest  proportional  amount  of  realized  pro- 
perty or  capital,  include  those  who  are  now  most  heavily  burdened, 
and  who  have,  therefore,  the  strongest  claim  to  immediate  relief. 

If  it  were  urged  as  an  objection  to  the  proposed  re-adjustment  of  the 
Tax,  that  the  prudent  man  who  always  saved  and  invested  a portion 
of  his  Income,  would  be  more  highly  taxed  than  the  man  who  uni- 
formly spent  his  whole  Income,  the  objection,  although  specious, 
could  easily  be  shewn  to  be  unsound,  when  traced  to  its  final  results 
as  affecting  the  contributions  of  both  parties  to  the  whole  national 
revenue.  Suppose  this  extreme  case.  Two  men  have  each  a profes- 
sional or  salaried  income  of  £2000  a year,  and  no  other  pi'opei'ty  or 
effects.  “A”  spends  the  whole  of  his  income  as  he  receives  it.  “B” 
never  spends  more  than  £1000  a year,  and  carefully  invests  the  other 
thousand,  together  with  the  annual  interest  accraing  thereon,  and  at 
the  end  of  twenty  years  he  has  acquired  pi’operty  worth  £30,000,  in 
addition  to  his  old  professional  or  salaried  income  of  £2000 ; while  “A”  ^ ^ 

retains  his  old  professional  or  salaried  income  but  has  accumulated  no 
property  whatever.  During  these  twenty  yeai'S  “ B”  will  have  paid 
a much  larger  amount  of  Income  and  Property  Tax  than  A”  has 
paid,  and  it  may  therefore  be  asked,  has  not  “ A”  conti'ibuted  far 
less  than  his  just  proportion  to  the  national  exchequer  ? The  answer 
is,  that  the  payments  of  ‘‘A”  for  this  one  Tax  were  undoubt- 
edly smaller  than  those  of  “ B,”  yet  from  “ A”  having  spent  all  his 
£2000  a year,  he  must  have  contributed  much  more  to  the  geneml 
national  revenue  than  “B”  did,  who  spent  only  one  thousand. 

The  proceeds  of  this  Tax,  at  the  rate  of  lOd.  per  pound  levied  on 
the  present  system,  would  only  be  about  one-sixth  part  of  the  whole 
national  taxation,  and  the  contributions  of  “ A”  and  “ B,”  to  the 
other  five  parts,  would  necessarily  be  in  very  different  proportions. 

“A”  would  probably,  from  spending  more,  have  a larger  house  than 
“ B,”  and  therefore  pay  more  for  House  Tax ; he  would  have  a 
larger  establishment  and  pay  more  for  assessed  taxes  on  servants, 
carriages,  and  horses;  more  for  custom  and  excise  duties  on  wines,  ^ 

spirits,  malt,  tea,  sugar,  coffee,  and  cigars,  besides  other  taxes  on 
many  miscellaneous  sources  of  expenditure.  Taking  ten  sucli  cases 
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on  each  side,  there  could  be  no  room  for  doubt  that  the  ten  spending- 
men  woidd  contribute  much  more  to  the  national  revenue  t an  e 
ten  saving-men  ; and,  besides,  the  purchases  made  by  the  ten  spend- 
io-men  would  add  to  the  profits  of  those  with  whom  they  had 
dealings,  and  would  thus  again  become  chargeable  with  the  Tax  on 
these  profits;  and  also,  to  some  extent,  in  a more  permanent  form 
on  such  property  as  might  be  acquired  by  the  trading  classes,  through 
the  savings  effected  by  them  aiising  out  of  this  profuse  expeiiditiu  e. 

By  the  Act  passed  in  1806,  and  which  continued  in  force  during 
the  French  War,  the  Income  and  Property  Tax  was  really  levied  on 
all  realized  property  without  exception.  But  the  present  law  ex- 
empts from  the  Tax  all  Property  whifch  does  not  produce  an  mcome 
of  £100  a year,  unless  the  owner  has  an  additional  income  rom  some 
different  source.  In  this  way  the  existing  law  deals  most 
with  clerks,  professional  men,  and  small  traders,  who  make  £100  a 
year  by  the  labour  of  their  hands  and  heads,  as  compared  with  the 
smaller  capitalists,  whose  incomes  from  realized  Property  are  of  near  y 
the  same  amount  A clerk  having  an  income  of  £100  a y^r  has 
to  pay  £2,  18s.  4d.,  when  the  tax  on  larger  incomes  is  levied  at  the 
rate  of  lOd.  per  pound.  Every  shilling  of  tliis  income  may  be  urgent  y 
required  during  many  years,  to  support  and  educate  his  family.  He 
may  thus  be  unable  to  save  anything  more  than  the  value  of  Ins 
household  fumituve,  urorth,  perhaps,  £100.  The  next  house  to  Im 
may  he  occupied  hy  a retired  small  trader,  or  professional  man, 
who  has  saved  £3000,  and  invested  it  in  consols  or  land;  but  the 
income  therefrom  being  only  £98,  he  pays  no  Income  or  Property 
Tax,  although  the  poor  clerk,  who  has  never  dreamt  of  being  able  to 
save  so  large  a sum  as  £3000,— even  if  he  should  enjoy  a long  life  of 
continued  health  and  strength,— is  made  to  pay  his  £2,  18s.  4d.  a 
year  out  of  his  comparative  poverty.  The  gross  partiality  and  in- 
justice of  the  law,  as  respects  these  two  classes,  must  be  manifi^t  to 
all;  and  the  justice  of  the  proposed  change  must  be  equally  manifest : 
for  by  it  the  clerk  would  have  to  pay  only  three  farthings  a pound  on 
£200  the  combined  amount  of  his  income  and  property,  being  12a  6d. 
a year;  and  the  small  capitalist  who  now  pays  nothing,  would  have 
to  pay  (supposing  the  Act  of  1806  renewed)  three  farthings  per  pound 
on  £3098,  the  combined  amount  of  his  income  and  property,  being 
£9  13s.  7d.  It  must  never  be  forgotten  that  this  small  capitalist 
possesses  a great  advantage  over  the  clerk,  professional  man  and 
smadl  trader,  having  nearly  the  same  income,  in  this  respect,  that  he 
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can  easily  convert  a portion  of  his  invested  savings  into  money,  and 
advance  the  same  on  loan  to  his  son  or  any  other  relative  to  establish 
him  in  a business  or  profession, — an  advantage  which  the  other  par- 
ties do  not  enjoy.  If  a measure  such  as  has  been  described  were 
carried  into  effect,  it  would,  in  spiiit  and  in  truth,  be  an  “ Income 
and  Property  Tax”  fairly  apportioned  amongst  all  classes,  according  to 
the  true  amount  and  value  of  the  income  and  property  belonging  to 
each  pei’son  assessed. 

Objections  have  sometimes  been  made  that  no  tax  can  be  strictly 
just  or  politic  in  a national  point  of  view,  which  absorbs  any  portion 
of  the  property  or  capital  of  the  country,  as  contra-distinguished  from 
income.  This  objection  altogether  ignores  the  existence  of  the  Legacy 
Duty  Act,  passed  for  the  express  purpose  of  seizing  a portion  of  the 
moveable  property  and  capital  left  by  all  deceased  persons,  and  apply- 
ing it  for  revenue  purposes, — not  even  excepting  the  property  or  capital 
left  by  a deceased  parent  to  lus  orphan  cliildren, — but  whatever  value 
there  may  be  in  the  objection  as  an  abstract  proposition,  it  can  have 
no  bearing  on  the  plan  now  suggested,  because  the  examples  given  of 
its  operation  in  the  selected  cases  prove  that  the  tax  proposed, — 
assumed  to  be  equal  in  its  general  produce  to  one  of  lOd.  per  pound 
levied  on  the  present  system, — ^not  only  would  not  absorb  any  por- 
tion of  the  pi'operty  or  capital,  but  even  in  those  cases  where  it  fell 
with  the  greatest  weight,  would  leave  free  at  least  nine-tenths  of  the 
annual  income,  out  of  which  to  increase  the  property  or  capital  to 
such  extent  as  the  owner  might  think  expedient ; or,  in  his  option, 
to  be  wholly  absorbed  in  his  annual  expenditure.  The  amount  of 
the  capital,  and  the  value  of  the  property,  are  proposed  to  be  ascer- 
tained only  as  forming  elements  by  which  io  measure  the  iwoportion 
of  the  annual  income  accruing  therefrom  which  should,  on  equitable 
principles,  become  payable  to  the  'national  exchequer;  but  no  part  of 
the  capital  or  property  would  thereby  be  touched. 

Your  Committee  conceive  that  the  great  simplicity  of  this  plan, 
and  its  uniform  applicability  to  all  classes  of  Income  and  Property 
with  equal  justice,  ought  to  recommend  it  strongly  to  public  favoui'. 


H.  4 J,  PILLANS,  PRINTERS,  EDINBURGH. 


